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COUNCIL ON WAGE AND PRICE STABILITY
The Council has adopted the interim final second year pay standard issued 3/18/80
as final (see the 10/20/80 F ed. Reg., pp. 69207-10). The pay standard is
a range of 7.5% to 9.5%; in normal circumstances the annual increases
should average 8.5%. The Council has also published three questions and
answers dealing with extrapolation of the pay standard including carry
over of unused second year allowable increases. The effective date of the
pay standard was 10/1/79 with the Council extrapolating the standard to
the period beginning 10/1/80. Written comments are requested by 11/10/80.
For additional information contact Richard Mullins at 202/456-7180.
FEDERAL RESERVE BOARD
The federal Reserve Board recently issued an interpretation of its Regulation D ,
which would exempt "bankers' banks" from reserve requirements of depository
institutions. Under the Monetary Control Act of 1980, bankers’ banks are
exempt from Federal reserve requirements and the interpretation states that
an institution is a bankers' bank if it meets certain criteria such as;
1) is organized solely to do business with other financial institutions;
2) is owned primarily by the financial institutions with which it does busi
ness; and 3) does not do business with the general public.
In addition, the
Board established qualifications to determine whether a specific bankers'
bank is qualified to act as a pass-through agent for the reserves of other
institutions. The interpretation is effective 11/13/80. For additional infor
mation contact Gilbert T. Schwartz at 202/452-3625.
GENERAL ACCOUNTING OFFICE
"New Formula Needed to Calculate Interest Rate on Unpaid Taxes" is the title of
a 10/16/80 GAO Report to the Congress. GAO Report GGD-81-20 states that
deficiencies in the formula used to calculate interest assessments on delin
quent taxes deprived the Government of about $286 million in fiscal year 1979.
At present, according to GAO, the formula is adjusted every two years based
on changes in the prime interest rate. As a result, the formula rates "do not
reflect, except by chance, the costs the Government actually incurs in con
nection with delinquent taxes — the costs of its own borrowing and credit
administration." The problem, according to GAO, is compounded by the practice
of only making biennial adjustments in a period of rapidly and sharply shifting
interest rates. GAO recommended to Congress that the Internal Revenue Code
be amended to: establish an interest rate reflecting the prevailing Government
borrowing rate plus a factor for administrative expenses; establish semiannual
adjustments of the interest rate stating it to two decimal places and limiting
changes to 0.25 percent or more. The first five copies of this Report are free
of charge from GAO, at 202/275-6241.
HEALTH AND HUMAN S E R V IC E S , DEPARTMENT OF

A new "substantial compliance" test to determine whether a State has failed to
have an effective Child Support Enforcement program meeting the statutory
requirements has been proposed by the department (see the 10/21/80 F ed. Reg,
pp. 69495-96). Under the test, a "substantial compliance" standard will be
used to evaluate the results of all child support enforcement audits conducted
to determine if a penalty should be imposed. Comments are requested by 12/22/80
For additional information contact Steve Henigson at 301/443-2910.
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A policy interpretation dealing with Medicare reimbursement for provider costs
incurred with respect to union activities has been issued by the Health Care
Financing Administration (see the 10/21/80 Fed. Reg., pp. 69561-62). Current
policy interprets "costs related to patient care" to exclude costs incurred
by Medicare providers in attempting to influence their employees on the sub
ject of organizing and joining trade unions. The notice serves as a general
restatement of policy and provides an opportunity for public comment. Com
ments are requested by 12/22/80. For additional information contact William
Goeller at 301/597-1802.
SECURITIES AND EXCHANGE COMMISSION
The first comprehensive study of utilization of the major exemptions from registra
tion under the securities laws will be undertaken by the Commission ’s staff,
according to a recent SEC press release. The study, to be supported jointly
by the Commission and the Small Business Administration, will examine the
major exemptions from registration under the Securities Act of 1933, but will
focus on the "private placement" exemption and on the financing needs of
small businesses.
It is designed to provide a predicate for future policy
formulation by the Commission in the area of facilitating capital formation by
small businesses, consistent with investor protection. The registration ex
emptions earmarked for study include private placement; a safe harbor rule,
Rule 146; Rule 242, which was adopted by the Commission to provide more
flexibility in smaller securities offerings; and the Commission’s Regulation
A, which provides for reduced disclosure requirements for disclosure require
ments for offerings under $1,500,000. For additional information contact the
SEC at 202/272-2650.
An exemption from the registration requirements of the Securities Act of 1933 for
interests and participations issued in connection with certain employee bene
fit plans has recently been proposed by the Commission (see the 10/21/80 F e d .
Reg., pp. 69476-79). Plans covering self-employed persons are commonly referred
to as "Keogh" or "H.R. 10" plans. Generally, H.R. 10 plans deal with partner
ships because partners are self-employed persons according to Sec. 401(c)(1).
Therefore, this proposal seeks to exempt the tax qualified retirement plans,
H.R. 10 plans, from the registration requirements for interests and participa
tions. The proposal is divided into two parts. Paragraph (a) would exempt
interest or participations in certain investment media sold to H.R. 10 plans
where:
(1) the plan covers employees of a single employer or is a single plan
covering employees of interrelated partnerships; and (2) either the employer
is a financially sophisticated law firm, accounting firm or investment banking
firm, or the employer has secured independent expert advice in connection with
its plan. The investment media covered by paragraph (a) are : any single
trust; a collective trust fund maintained by a bank; and a separate account
maintained by an insurance company. Paragraph (b) would exempt any interest
or participation in an H.R. 10 plan if the assets of such plan are invested
in a single trust, a collective trust fund maintained by a bank, separate
account maintained by an insurance company, or in an annuity contract funded
through the general account of an insurance company. The H.R. 10 plan would
be entitled to the exemption provided in paragraph (b) only if interests or
participations in the funding media in which the plan invests are exempt
from the registration requirements of the Act pursuant to paragraph (a).
Comments are requested by 12/15/80 and should refer to File No. S7-857. For
additional information contact Mary Cole at 202/272-2057.
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The general proscription against providing routine bookkeeping services and the
preparation of financial statements by an independent auditor was the sub
ject of a SBC Staff Accounting Bulletin (SAB) No. 39, published recently by
the Commission (see the 10/15/80 Fed. Reg., pp. 68388-89). SAB 39 sets out
the staff's view that Accounting Series Release Nos. 126 and 234 are appli
cable irrespective of whether a constituent entity is located within or out
side of the United States and whether or not the entity is material to the
total enterprise. Also included in SAB 39 is a prohibition against an inde
pendent auditor acting as the corporate secretary for a foreign subsidiary.
A Staff Accounting Bulletin represents interpretations and practices followed
by the Division of Corporation Finance and Office of the Chief Accountant in
administering the disclosure requirements of the securities laws and is not
a rule or interpretation of the Commission. For additional information contact
Rita Gunter at 202/272-2133.
TREASURY, DEPARTMENT OF
The time in which contractors and subcontractors must file Forms 949 and 949-A
in connection with contracts subject to the Vinson-Trammell Act in taxable
years ending after 9/30/76 and before 1/31/81 has been extended to 10/1/81,
according to a recent IRS press release. The extension is in accord with sec.
1005(b) of P.L. 96-342, which provides that no reports under the VinsonTrammell Act shall be required before 10/1/81. The extension provided in
Rev. Proc. 80-45 further modifies Rev. Proc. 77-47. Rev. Proc. 80-45 will
appear in Internal Revenue Bulletin No. 1980-45, 11/10/80.
Current information and reporting requirements for certain grantor trusts would
be modified under regulations recently proposed by the IRS (see the 10/24/80
Fed. Reg., pp 70478-79). Under section 1.671-4 of the Income Tax Regulations
certain grantor trusts are required to file Form 1041 primarily as an infor
mation return and attach a statement showing items of income, deduction and
credit that are treated as owned by the grantor. The proposal would eliminate
the necessity for filing the Form 1041 in cases of a revocable trust where an
individual is both grantor and trustee and where all income, deduction and
credit are treated as owned by the grantor. The information would be repeated
since it would also be reported on the individual return. Comments and requests
for public hearing are requested by 12/23/80. For additional information con
tact Stephen Small at 202/566-3287.
The gift tax consequences of a transfer of a life-income interest are the subject
of proposed rulemaking from the IRS published recently (see the 10/22/80 Fed.
Reg., p. 69933). The proposed rule deals with an exercise of a limited life
time power of appointment over property where the powerholder also has an
income interest in the same property. While a lifetime exercise of the power
of appointment is not taxable, a transfer of the life income interest is a
taxable transfer under Tax Code Section 2511. The proposal would emphasize
the taxable nature of the life income transfer under section 2511. The IRS
noted that the some issue was recently dealt with in Rev. Rul. 79-327, 1979-2
CB342. Comments are requested by 12/22/80. For additional information contact
Robert Waltuch at 202/566-3287.
Approximately $1.7 billion in general revenue sharing payments have been distri
buted to more than 36,800 State and local governments across the country
according to the Treasury's Office of Revenue Sharing (ORS). This is the
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fourth payment of the fiscal year under existing legislation which authorizes
ORS to provide quarterly payments to State and local governments through the
end of fiscal year 1980. The President has proposed legislation calling for
the renewal of the revenue sharing program for a period of five years for
local governments. His proposal recommends that the current level of funding
for local governments be maintained. Due to the need to control the Federal
budget and because State governments are generally enjoying an improved finan
cial status, the States were not included in the recommendation.
It is expected
that the civil rights, audit, and public participation requirements of the
program will remain essentially the same under any renewed program.
SPECIAL:

PRESIDENT SIGNS IWO BILLS ACTIVELY SUPPORTED BY THE PROFESSION

H.R. 5295, a bill to amend the Social Security Act, became Public Law 96-473 by
signature of the President on Sunday, 10/19/80. Section 3 of this new law
will redress the unintended inequities occasioned by the 1977 Amendments to
the Social Security Act and restore benefits, retroactive to 1/1/78. Instruc
tions will be issued by the Social Security Administration to provide the in
formation necessary for applications to recapture earlier lost benefits.
H.R. 6883, the "Installment Sales Revision Act of 1980," also became law on Sunday,
10/19/80. This bill, now Public Law 96-471, was supported by the AICPA in
Congressional testimony and is considered a major piece of legislation to
simplify the Nation’s tax laws.
SPECIAL:

NEW RAIL BOARD HAS VACANCY FOR CPA

A requirement for a Railroad Accounting Principles Board, to include a member of
the accounting profession, is contained in P.L. 96-448, the "Staggers Rail
Act of 1980," which was recently signed by the President. Originally intro
duced by Rep. James J. Florio (D-NJ) on 5/1/80, the bill is generally consi
dered as a major rail deregulation effort which also contains provisions for
a uniform cost accounting system and a Railroad Accounting Principles Board.
The Board is to be composed of the Comptroller General and six members to be
appointed by him, for a period of three years. One representative from each
of the following groups is to be selected: the accounting profession; rail
road industry; major rail shipper; Interstate Commerce Commission; small rail
shipper; and the economics profession. The law states that those chosen must
be "well qualified for such position by virtue of experience in or knowledge of
rate regulation, accounting, or cost determinations." Interested members of the
accounting profession can contact Mr. Joseph Moraglio, Director, AICPA Federal
Government Division, at 202/872-8190 for additional information.

For additional information, please contact
Jim Rovakas, Gina Rosasco, Nick Nichols or Kathee Baker
at 202/872-8190.
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